* Claims for exemption from the requirement that the annua! report be covered by the cpinion of an independent public accountant
must be supported by a statament of facts and circumstances relied on as the basis for the exemption. ! See section 240.17a-5(e)(2)

SEC 1410(3-91) Polential persons who are to respond to the collection of information
contained in this form are not requrred to respond unless the form displays

a currently valid OMB control number.

1
_ — \ DNB APPROVAL A 5
) . |omB Number. 32350123 1"
- acor ROARR - o e o
. S ' |Estimated average burden v
0700481 | [hours per response ... 1200 - |
/#  ANNUAL AUDITED REPORT ' SEC FILENUMBER | |
FORM X-17A-5 ; 8-16560 N
PART Il |
l
FACING PAGE - ;
Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a- 5 Thereunder ]
. | _ 1'
REPORT FOR THE PERIOD BEGINNING ~ 1/1/2006 AND ENDING I 12/31/2006 ;
: : MM/DDAYY . MM/DD/YY :
A. REGISTRANT IDENTIFICATION =f
| i
NAME OF BROKER-DEALER: | ‘
DARWOOD ASSOCIATES iNC. ) OFFICIAL USE ONLY }
FIRM 1D, NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: {Do not use P.O. Box No.)
891 U.S. HIGHWAY 22 W !
(No. and Street) ! i
BRIDGEWATER NEW JERSEY : 08807 !
(City) (State) ' I (Zip Code) :
} i
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS'REPORT |
JULIUS RENDINARO - : ) ! (908) 595-2189 .
. ’ (Area Code - Telephone No.}
| |
B. ACCOUNTANT IDENTIFICATION ) ;
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* ‘ Voo
BARRY J. CHARLES J
i ' {Name - T individual, siate Tast, Tirsl, middle name} i
! |
1 NORTH END AVE. STE, 1201 NEW YORK, NEW YORK 10282 L
{Address) . .(City) (State) . , {Zip Code) i
. . |
. CHECK ONE: _ PROCESSED ‘
-Cemf ed Public Accountant . 1
[[]Public Accountant ' ' - MAR 19 207
|:|Accountant not resident in United States or any of its possessxons /THOMSON
- ; : : ' FOR OFFICIAL USE ONLY ' ’é‘ INANGHA ‘



OATH OR AFFIRMATION - !

L
|

1, JULIUS RENDINARG : ' , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supportlng schedules pertaining to the firm of
DARWOOD ASSOCIATES INC. r ,asof '
DECEMBER 31 , 2006 are true and correct. | further swear (or affi rm) that neither the company nor .

any partner, proprietor, pnnmpal off cer or director has any proprietary interest in any account classified solely as that of )
a customer, except as follows C

!
t
\

i
|
r [
MARE A" BACKES ! .
M{m PUBLIC Stte f New Yo ' ?{W
‘ 430125085 -
;fw In Richmong County ﬂ + Signature :

Siplens Marxn 80, 16 2007 )ﬂw

Mﬂa%"i‘ Q 7 Cz /- ' | Ti.tte

/ Notary Public ) !

This report** contains (check all applicable boxes):.

(a) Facing page.
{t) Statement of Financial Condition.
{c) Statement of Income (L.oss).
{d) Statement of Changesin Cash fiows.
(e) Statement of Changes in Stoclkholders’ Equity or Partners' or Sole Proprietor's Capttal
(h Statement of Changes in Liabilities Subordingated to Claims or Creditors.
(g} Computation of Net Capital.
(hy Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() Information Relating tc the Possession or control Requirements Under Rule 15¢3-3.
) A Reconciliation, mcludlng appropriate explanation of the Computation of Net Capital Under Rule 15¢3- 1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 1503 3. \
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods

of consolidation. : \
(v  An Qath or Affirmation. . , ;

(m) A copy of the SIPC Supplement Report.
{n) A report describing any material inadequacies found to exist or found to have exisled since the date of the previous audit.

T 53 £ O I I I I 1 I I E3 S £ 6

1

= For conditions of confidential treatment of certain portions of the filing, see section 240.17a-5(e}(3).
|




FORM
X-17A-5

FOCUS REPORT o=

(Financial and Operational Combined Uniform Smgle Report)

PART IIA l

391 {Please read instructions before preparing Form.)
This report is being filed pursuant to (Check Applicable Block(s)): | ’
1) Rue 17a-5a)[X ] 18] 2) Rule 17a-5(b) . : 3) Rule 17a-11
4) Special request by designated examining authority 5} Other
NAME OF BROKER-DEALER SEC FILE NO.

. B-16560 | ‘Ml
Darwood Associates Inc. _ [ mem o, :

ADDRESS OF PRINCIPAL PLACE OF BUSINESS {Do Not use P.O. Box No.) . 13-2682784 | 15]
' . ' FOR PERIOD BEGINNING (MM/DD/YY) :

991 U.S. Highway 22 W. [29] ' 01/01/06 [z

AND ENDING (MM/DDIYY)

Bridgewater  |21] NJ [22] 08807[ 23] 12/31/06 [25]

(City) {State) {Zip Code} '

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

(Area Code) - Telephone No.

Juliug Rendinaro . r_:‘sl (90B) 595-2189 m

NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: _ ' QOFFICIAL USE .
32 ‘ 33

34 ! 35

36 . 37

38 | 38

DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS?

CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT

! YES vo [x [«

Execution:

. }
The registrant/broker or dealer submitting this Form and its attachments and the person(s)
by whom it is executed represent hereby that all information contained therein is true,
correct and complete. It is understood that alt required items, statements, and schedules
are considered integral parts of this Form and that the submission of any amendment
represents that all unamended items, statements and schedules remain true, correct and
complete as previously submitted.

A
f

Dated this /?Z‘ dayot FEL 20 COF

Manual sig

natures of: } \
1) M 7’ MW

Princjg#l Executive Officer or Managing Partner :

2)
Principal Financial Officer or Partner

3)
Principal Operations Officer of Partner .

ATTENTION - Intentional misstatements or omissions of facts constitte

Federal Criminal Violations, (See 18 U.S.C. 1001 and 15 U.5.C! 78:(a))




BARRY J. CHARLES

CERTIFIED PUBLIC ACCOUNTANT

' ONE NORTH ENI} AVENUE
' SUITE 1201

WORLD FINANCIAL CENTER

NEW YORK, NEW YORK 10282-1101
PHONE: (212) 845.5050

Darwood Associates Inc.
991 U.S. Highway.22 W, . ' : ;
Bridgewater, New Jersey 08807 {

Gentlemen: ’ i :
I have audited the accompanying statement of financial condition of Darwood Assoéiates Inc. (the
"Company") as of December 31, 2006 and the related statements of income (loss), changes in ownership
equity, changes in liabilities subordinated to claims of general creditors, and cash flows for the year then
ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These
financial staternenis are the responsibility of the Company’s management. My respomubnhly is to express
an opinion on these financial statements based on my audit.

1
I conductcd this audit in accordance with generally accepted auditing standards, mcludmg areview of the
system of internal control and procedures for safeguarding securities. There were no material inadequacies
in the internal control of the Company. |

Those standards require that I plan and perform the audit to obtain reasonable assménce about whether the
financial statements are free of material misstatement. An audit includes exammmg, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis
for my opinion.

I
In my opinion, the financial statements referred to above, present fairly, in all material respects, the
financial position of Darwood Associates Inc. as of December 31, 2006, and the results of their operations
and their cash flows for the year then ended in conormity with accounting prmc1p1es generally accepted in
the United States.

My audit was conducted for the purpose of forming an opinion on the basic ﬁnanc1al statements taken as a
whole. The information contained in Schedules I, If, III, and IV is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 under the Securities Exchange Act of 1934, Such information has been subjected to
the auditing procedures dpplied in the audit of the basic financial statements and, in my opinion, is fairly
stated in all materia] resgects in relation to the basic financial statements taken as a whole.

FAX: (212) B45-4197




FINANCIAL"AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

l
[

PART IIA

BROKER OR DEALER Parwood Asscciates Inc. , ! N 3 NEEREENE
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND I
CERTAIN OTHER BROKERS OR DEALERS
as of (MMDD/YY) . 12/31/06 g9
SEC FILE NO. : 8-16560 98
ASSETS Consoiidated | | 198’
! Unconsoidated || [ 198,
‘ 4
Allowabla Non-Allowabls’ . Total
B T o $ 45,693 200 ’ b 45,693 750
2. Receivables from brokers or dealers: | ’
-A, Clegranceaccount ... ............. 31,028 205 725 ,
B. OMEr o vttiiiiiinat et w0 | % 550 " 31,753 810
3. Receivobles fom pon-customers  c......... 355 - } 600 - 830
4. Securities ond spot commadities 1 )
owned, ot market value: t
A Exemptedsecurfies ................ 418
B. Deblsecuities . .................- 419 '
C Options . ... ... . e 420 ;
D, Othersecurties ................... - 424 ,
E. Spotcommedifies . ................ 430 ! - rlm
5 Securlties andfor other investments : '
not readity morkelabile: . ! .
A Alcost 11,064 13g]
B. Ateslimatediarvalue  .............. | 440 l 11,064 610 11,064 [m
8. Securities bomowed under subordination ogree- , :
ment’s and pariners’ individual and capital
securities accounts. ot market value: | 480 | ' | 630 | 880
A, Exempled ' ’
securties  $ 150 '
B. Other f
securitles  § 160 !
7. Secweddemandnotes  .............. 470 e | [a00 ]
market value of coliateral: '
"A. Exempled '
securities  § m‘ |
B. Other ' !
secuifies  § ' 180] . ' ‘
8. Memberships in exchanges: S ) l
A. Owned. at [
" market $ @I
B. OWned. atCost .....iiiiaiiiiii... I [ es0 |
¢. Contibuted for use of the company. g
aimarketvalue ... ... .0 0. R 880 l_m
é. investment in and recelvables from ‘
offilates, subsialories and t .
associcted partnerships .. ... ... . ... 480 670 910
10. Property, lumiture, equipment.
leasehold improvements ond rights ,
under lease agreements, at cost-net !
. of accumutated deprecialion )
and amerilzation ... L oL 480 - l 680 - 920
11. Otherassets  SECURITY DEPOSIT | ...... . 535 591 | 735 591 930
12, TOTALASSETS .............c... $ 76,721 540 $ 12,380 | 140 |$ 89,101 940

QMIT PENNIES




!

“FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

, PART IIA |
i
!
BROKER OR DEALER Darwood Assoc:l.ates Inc. Iasoﬂ 12/31/06
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS
‘ ‘
i
; ’ : E
LIABILITIES AND OWNERSHIP EQUITY |
: Non-A.L
; Liabilities Ligbilitles | Total
13. Banktoonspayable .. ... a0 $ 1045 |_12—5.5_|s - ml
14, Paycble'to brokers or dealers: '
A. Clearanceaccount ................ 1114 1315 1560
B . Other ....... ... i, 1115 1305 ’ 1540
15. Payable o non-customers ..., ... ... ... 1155 1355 1610
18. Securilies sold not yet purchased,
atmarket value: .. ... Lo L [ml m
17. Acounts payabtle, accrued liabilifies, !
expenses and ofher .. ... ...l 27,433 [1208 lTas] 27,433 [1ess]
18. Notes and mortgages payable: :
A Umsecured . ... 20,760 | 1210 20,760 1690
B Secuwred . ...l e 121 |_13-EEJ—] 1700
15. Uabilities subordinated to cloims' |
of general creditors: I
A. Cashbomowings  .................. : I—.—I l 1710|
1. from outsiders $ ml
2. Includes equity subordinatfion (15¢3-1 (d}) f
of........ $ 980
B. Securities borrowings, ai market value: L1_4£l m
from outsiders  $ ‘ Im ‘
C. Pursuant to secured demand note ;
collateral agreements ... .. ..
1. trom oulsiders § [ +o00] T'
2. Includes equity subordination (15c3-1 (3] [1a20] [ 1730
of........ $ rm] i
D. Exchange memberships contributed lor ¢
use of company, at market vatue Im
E. Accounts and ofher borawings not !
qualified for net capitat purposes 1220 1440 B 1750
20, TOTALLIABILITIES  ........... $ 48,193 1230 1450 |5 48,193 1760
QOwnarship Equity {
I
21, SOle Proprielors il ..o e e e e e s e aeay 1 5 1770
22. Partnership {limited partners) $ | 1020 ] I 1780
23. Corporation: +
A Preferred stock L L e e e ¢ 1791
B. COMMON SIOCK &t it i it atat e e it r it e e e e e e e e e e e ettt ta e a it a e ' 50,000 1792
C. Additional paid-in capital . .. .. i e e et e e ara e . 1793
D. REIGINEA BOMINGS  + v v o vt oo v e et e et e e e m e e e e et e i e ‘ {9,092} 1794
T 1 S I { 40,908 1795
F. Lesscapitalstockin HeasUry vt u i a e e e e e { } 1796
24, TOTAL OWNERSHIP EQUITY. L ettt it et e e i b b § 40,908 1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY | $ 89,101 1810
i [ . ] OMIT PEMNIES
:
{




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HA
BROKER OR DEALER Da rwood Associates Inc. ’
For the period (MMDDYY) from . 01701408 | s032fto  12/31/06 | 3933
Number of months included in this statement i 12 3931
Part A !
STATEMENT OF INCOME {LOSS) ;
REVENUE ? '
i
1. Commissions: - :
a. Commissions on iransactions in exchangle isled equity securities executed on an exchange ; $ 117,516 3935
b, Commissions on listed option transactions E . 993 3938
c. Al other securities commissions ! 407,289 3939
d. Total securities commissions , 525,798 3940
2. Gains or losses on fism securities trading actounts !
a. From market making in options on a natianat securities exchange ) ; 3945
b. From all other trading ' [ 3948
c. Total gain {loss} | - 3950
3. Goins or losses on firm securities investment accounts 3952
4. Profit value is paid or credited ; ' ] 3855
5. Revenue from sale of investment compqny;shares | 3970
8. Commodities revenue . . 3990
7. Fees for account supervision, investrent cdvusory cnd adminisirative services t 3975
8. Oftherrevenue , ‘ ! 310 3995
9. Total revenue | ! $ 526,708 4030
!
EXPENSES '
: |
10. Sataries and other employment costs for géne_rol partners and vofing stockholder officers ' $ 17,249 4120
11. Other employee compensation and benelits | 286,692 4115
12. Commissions paid to other broker dealers ' 4140
13. Interest expense ' ' i 3,394 4075
a. Includes interest on accounts subject fo subordination agreements | 4070]
14, Regulatory fees and expenses ‘ 10,010 4195
15. Other expenses , l 194,205 4100
16, Total expenses ' . ' 1 511,550 4200
: , i
NET INCOME , ‘
' .o
17. Netincome {loss} betore Federal income loxes and ilems below {item 9 less 16} } $ 15,158 ' 4210
18. Provision for Federal income taxes [for parent oniy} i 4,825 4220
19, Equity in earnings flosses) of unconsolidcfe:d subsidiaries not included above i 4222
a. Alter Federal income faxes of ' IA_Z’SEI
20. Extraordinary gains (losses) ) l 4224|
a. After Federal Income taxes of ' | 4239'
21. Cumvulative effect of changes in cccountlng pnncsples 1 4225
22, Nelincome [loss) ofter Federal income icx;es and exiraordinary items $ 10,333 4230

MONTHLY INCOME : ,

23. Income {current month only) before provision for Federat income taxes and extraordinary items

| 4211 |




b

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART llIA '

I
!
%

{

[

BROKER OR DEALER . :
Darwood Associates Inc.

1

i

| For ihe period {(MMDDYY) from

'

ta  12/31/06

:STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROF"RIETORSH_IP, PARTNERSHIP OR CORPORATION})

(1/01/06 -

!
|
1
*
i

. Balance, beginning of pericd i 30,575 4240 !
A. Netincome (loss) ; 10,333 4250
B. Additions {includes non- conforming capital of . . $ 4262 4260 .
C. Deductions (Includes non-conforming capital of § 4272 4270 |
N : {
. Balance. end of period (From item 1800) 4 40,908 [4200] !
| | }
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED : .
' TO CLAIMS OF GENERAL CREDITORS ; :
. Balance, beginning of period ! 4300
A. Increases 1' 4310
B. Decreases ) 4320 i
. Balance, end of period {From item 3520) ° ! ’ 4330 I |
" : ‘ OMIT PENNI




BARRY J. CHARLES

CERTIFIED PUBLIC ACCOUNTANT

DARWOOD ASSOCIATES INC.

STATEMENT OF CASH FLOWS.
FOR THE YEAR ENDED DECEMBER 31, 2006

NET INCOME

ADJUSTMENTS TO RECONCILE NET INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITES

increase in accounts receivable
Increase in marketable securities
Decrease in other assets
Increase in accounts payable
Total Adjustments
NET CASH PROVIDED BY FINANCING ACTIVITIES
Decrease in loans payable
INCREASEADECREASE) IN CASH
CASH ABD CASH EQUIVALENTS - BEGINNING dF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

(5,634)
(4.800)

13,290

$ 10,333

2,856

(16,140)
(2,952)

48,645

$ 45,693

1




‘. !
. ) !|
o SCHEDULE | ! co
!
FINANCIAL AMD OPERATION COMBINED UNIFORM SINGLE REPORT ‘
' PART IIA |
BROXER OR DEALER Da;'wood A_ssociate‘s Inc. a:gol 12/31/06 .
COMPUTATION OF NET CAPITAL ; |
I
1. Tolcl ownership equity from Statement eg Financial Condition ... Lo - 40,908 3480 !
2. Deduct ownership equity not allowable for et Capital ... u ittt ettt e e ‘ y | 2290 “
3. Total ownenship equity qualified for Net Capital .. ............ e e e e 40,908 3500 .
4. Add: ) | ) T
A. tiobililies subordinoled te claims of general creditors allowabte in compulation of net capilat - 2520 : 1‘
8. Qther {deductions} or alfowable credits {List} P ! 3525
Total capitol and aliowable subordinated fobiities - . .............. ... o s ! 40,908 3530 i
Deductions andfor charges ‘ !
A Told nonallowable assels rom Slatement of Financial Condition {Notes B and C) $ 12,380 3540 “
B. Secured demand nole deficiency e 3590 !
C. Commodity futures contracts and spot commodilies- ' :
proprietary capital Charges ... e e 3600 1 :
D. Other [deductions] andfor charges . .....ovvt i neneenennnn 3510 12,380 } {3620 '
Other addilions and/or allowable credils (LHST) L. ... o o L 3630
B. Net copital before haircuts on SeCURtEs DOSIIONS L\ v vttt e vt e ettt et et , 28,527 3840 ' ‘
Hairculs on securifies (computed, where applicable, 1
pursuant to 15¢3-1 [ ' ' .
A. Confractual securities commitments .. .................. e 3660
B, Subordinated securities bomowings .. ... Lo e e 3670 i
€. Trading and investment securities: I {
1. Exempledsecutilies ... ... 3735 ‘
2. Debtsecurties ............. e e 3733
3 OPHONS i e e e e e 3730 ‘
4, Othersecurifies ............. I T !
D. Undus Concentration .. ... ... .. i i e 3650 I
E. OGN [LSI] vt e v eeeerneeeannsss A 3738 { RE |
0 NBECODIAL o e et et e e e e e et e e e e e e e e e ' 28,527 | arso |
' : OMIT PENNIES
b !
\
i
!
i
I
|
.
|
it
i
H ! :‘
! |
| i
. }}
| L
I



' . SCHEDULE Il ' o ,
t : '

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT S

PART IIA’ "
1
BROKER OR DEALER : , . ’ " as of 12731706
Darwood Asscciates Inc. !
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT '
Part A ‘
I )
11, Minmimum net capital required [62/3% OF NG 18] . Lt i i e e s | ] 3,215 | 3758 | |
12. Minimum dollar net capital requirement cf reperting broker or dealer and minimum net capltal requirement .
of subsidiaries computed in accordance with Note {A) ... ... ... e " S 5,000 3758 .
13. Net capitol requirement greater of tine 11 or 12) ' s 5,000 3760 :
14, Excess net capiial fline 10 less 13} ' $ 23,527 a7 X
15. Excoss net capital at 1000% (ine 10 less 10% of line 19) ' $ 23,707 3780 ‘
! .‘
COMPUTATION OF AGGREGATE INDEBTEDNESS .
i
18. Total Al Liabliities from Statement fo Financlal Condition T S 48,193 3790 | '
17. Add: ‘ ‘ |
A. Drafts forimmediate credit $ " |asoo0 !
8. Markel value of securities borrowed for which no equivalent | J
value ls paid or credited ' s ) 3810| . !
C. Other urrecorded amounts [List) ’ 3820 $ 3830
19. Tofal aggregate indebtedness $ 48,193 3840
20, Percentage of aggregate indebtedness to net capital (line 19 / line 10} % 168.938% 3850
21. Percentage of debt o debt-equily total computed in accordance with rule 15¢3-1 [d) | % 3860 ‘
' ' b ! i
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT '
Part B ‘ C
t [
22, 2% of combined aggregale debit items as shown in Formula for Reserve Requirements pursuant io Rule -
. i p
15 c3-3 prepared as of the date of tha net capital computation includign both brokers or dealers | |
and consolidated subsidiarles’ debils i 3870 !
23. Minimum dollar net capital requirament of reporting broker or dealer and minimum nef capital i
requirement of subsidiaries computed in accordance with Note [A] 1 3880 i'
24. Net capltal requirament {greater of line 22 or 23] 3760 '
25. Excess net capital {Ine 10 jess 24} 3910 H
26. Net caplialin excess of: ‘ : : . \
5% of combined aggregate debil items or $120,000 ' | 2 [ 3920 | f
I b
OMIT PENNIES

NOQTES:; .
(A) The minimum net capital requirement should be computed by adding the minimumdoliar net capital requirement ,

of the reparting broker dealer and, for each subsidiary to be consolidated, the greater of: |
1. Minimum dollar net caopital requirement, or
2. 6-2/3% of aggregote indebledness ér 2%ot aggregate debits if alternateive method is used

(B) Do not deduct the value of securities berowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the marke! values of memberships In : . i
exchanges contributed for use of company {conira to item 1740] and partners’ securities which were

Included in non-allowable assels. '
{C) For reports filed pursuant to paragraph [d) of Rule 17a-5, respondent should provide a st of matesial
I

non-allowoble assets. ) “




PART lIA

BROKER OR DEALER : . as of 12131/06
Darwood Aasociates Inc. B

Exemptive Provision Under Rule 15¢3-3 i

If an exemption from Rule 15¢3-3 is cloimed, identity below the section upon {
which such exemption is based [chedk one only) ‘

A k] [1}1-$2500 capitol category as per Ruie 15¢3-1 | 4550 |
B. k] {2}{A}-"Special Account for the Exclusive Benefit of .
cystomens” maintained ’ | | 4560 I

C. [k} {2}{B)--All customer transactions cleared fhwough another ' * . |

raker-dealer on a fully disclosed basis. Nome of clearing R

fim RBC Dain Rauscher, Inc. ' F::'—a?] 4570
D. (k) {3}--Exempied by order of the Commission . 4580

Owners_hib Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months abd accruals, (as defined below), '
which have not been deducted in the computation of Net Capital.

1

Type of Proposed ) :
withdrawal or Amount to be With- MMDDYY) Expect
Accrual Insicler or drrwn {cash amount withdrawal o to
See below for Quisider? and/or Net Capital Maturity Renew
¢ode to enter Name of Lender or Contributor {In or Qut} Value of Secunties) » Date [yes or noj

B

460

o

4603 |
i

4600 4601 4602

4610 4612 4614 4615

4 [
ERA

&

DRCRARORCACRERCRERE

4624

&
)
5
8

4620

4683

F
(=]
L
j
o

4630 4832

4643 \

=3

.| 4655

4660

4]
2]

4671 4873

&
[=]

4680 4681 4683 . 4685

ERCRERORCRCRERONERE

4685

]

4693

)

4650 469

Il B

3l [3] [ [&) (8] 3]

TOTAL § 4699 |
OMIT PENNIES

Instructions:  Detad listing must include the total of items méturing during the six month perod following the
report date. regardiess of whether or not the capitat confribulion is expected to be renewed. The
schedule must glso include prop.osed capital withdrawals scheduled within the six month
period followin'g the report date including the proposed redemption of stock and paymants of .
fiabilities secured by fixed assets [which are considered allowabla assets in Ihe capital computation ;
pursuant to Rule15¢3-1{c){2](iv]). which could be required by the lender on demand or In less

than six months. ;

4 {
. * :
SCHEDULE I '
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
I

WITHDRAWAL CODE: DESCRIPTION

' 1. Equity Capitat ‘ ‘ |
2 Subordinated Liabilit es !
3 Accruals !
4 15c3-1{c){2)fiv] Uabfities !

i . !




BARRY J. CHARLES

CERTIFIED PUBLIC ACCOUNTANT

SCHEDULE IV
DARWOOD ASSOCIATES INC.

RECONCILIATION OF NET CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2006

Net Capital per Unaudited Report
Ad&itional accrued income
Additional accrued e)kpenses

Net Capital per Audited Report

$ 32,084

(3.557)

$ 28,527




BARRY J. CHARLES | .

CERTIFIED PUBLIC ACCOUNTANT

Darwood Associates Inc.
Notes to Financial Stalemenis

|
December 31, 2006 !
' |

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

A.

NOTE 2 - NET CAPITAL REQUIREMENT . : |

GENERAL INFORMATION !

Darwood Associates Inc.. ("Company™) is registered as a broker dealer in securities under the

_Securities Exchange Act of 1934

SECURITIES TRANSACTIONS i

Purchases and sales of securities and the related commission revenue and expense are
recorded on a trade date basis which is generally three business days bI'efore settlement

1
i

Trading and investment securities are stated at market value with related changes in
unrealized appreciation or depreciation reflected in net earnings. |

SECURITIES VALUATION

'
FIXED ASSETS co

Fixed assets are recorded at cost and depreciated over their estimated useful lives; 5 years
for computer and office equipment, 7 years for furniture and fixtures, and Ieaseho]d
improvements of the remaining term of the lease at the time of acqmsnllon

i

The Company is subject to the uniform net capital rule which provides for minimum standards of .
financial responsibility. These standards basically require that the Company maintain “net capital”
as defined. The Company has elected to have all customer transactions cle'ared through another

broker-dealer on a fully disclosed basis. The Company is required to mamtam a “net capital” of at

least the greater $5,000 or 6 2/3% of aggregate indebtedness. At December 31, 2006 the Company

had capital in excess of the required amount of $23,527. '

. - -

l
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NOTE 3 - OTHER ASSETS

t
1

The Company purchased 300 warrants divided into four tranches to purchase shares of common

.stock of The NASDAQ Stock Market Inc. The first two tranches expired worth]ess The
Company exercised the warrant for the third tranche and paid $4,500 for 300 shares of restricted
stock in 2005. In 2006, the Company exercised the warrant for the fourth tranche and paid $4,800
for 300 shares of restricted stock. The stock is a non-allowable asset for the purpose of
determining net capital. Due to the restrictions placed on the stock and the fact that they are non-
allowable assets, they are recorded at their cost.

The Company has a $591 rent security deposit for its office in Plattsburgh,: New York.

NOTE 4 - INCOME TAXES :

. |
The Company has a current tax liability $1,747 consisting of $722 for various state and local
liabilities and a $1,025 Federal liability. No deferred asset or liability exists because the only
differences between the Company’s book and tax income are permanent in character with the
exception of a $1,537 capital loss carryforward. Since the utilization of that carryforward is
contingent upon the realization of capital gains which may or may not materialize, no deferred

asset has been created. '
!

NOTE 5 - AVAILABILITY OF SECURITIES AND EXCHANGE COMM[SSION REPORTS

A copy of the most recent annual repoﬁ of the Company is available for examination at the
- principal office of the Company and the regional office of the Securities and Exchange
Commission.




